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Fiscal Estimate Narratives
DOR 4/2/2008

LRB Number 07-3870/3 Introduction Number SB-538 Estimate Type  Original

Description
An income and franchise tax credit for diesel engines that are used in commercial motor vehicles and that

emit lower levels of nitrogen oxide

Assumptions Used in Arriving at Fiscal Estimate

For tax years 2008 through 2012, the bill creates a nonrefundable income and franchise tax credit for the
purchase of diesel engines that emit reduced levels of nitrogen oxide and are used in a qualified truck. A
qualified truck is defined to be a commercial motor vehicle that weighs more than 26,000 pounds and is
used exclusively in the claimant's business if the business has its headquarters in the state. The amount a
claimant may claim per engine purchase ranges between $1,200 and $1,500 depending on the claimant's
qualified truck inventory for the 12 months prior to purchase. The maximum credit that may be claimed by
any one claimant in tax year is $125,000.

The total amount of credits for all claims is limited to $1 million in FY09. The bill does not speéify a total
credit limit for future tax years.

Assuming an average credit of $1,333 per engine purchased, the purchase of approximately 750 engines
would reach the maximum $1 million in FY09 credits allowed under the bill ($1 million/$1,333). Thus, itis
assumed that the bill will result in an annual revenue loss of $1 million in FY09.

According to Department of Transportation data, approximately 230,000 commercial trucks weighing at least
8,000 pounds were registered for use in Wisconsin in 2007. Assuming 25% of these trucks meet the
requirements under the bill and that 75% of credits are used, the revenue loss in subsequent years would be
an estimated $57.5 million annually (230,000 x .25 x $1,333 x .75). To the extent that fewer trucks meet the
weight and environmental standards of the bill, the fiscal effect would be lower.

" The bill also reduces the total amount of credits claimed under the airport development zone program for all
taxable years from $9 million to $8 million. To the extent that no credits have been claimed under the airport
development zone program to date, it is assumed that the $9 million lifetime limit will not be reached;
therefore the reduction in the lifetime limit is not expected to have a fiscal effect.

Long-Range Fiscal Implications
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